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1.3 A lot has changed in recent months. For example, following the Chancellor’s 
speech at the Conservative Party Conference this October it now seems likely 
that the government will aim to balance the budget by 2019/20 rather than run a 
surplus, although the finer details of this will become clear in next month’s 
Autumn Statement. The NHS is over halfway through the most austere decade 
in its history, despite decisions by recent governments to protect health 
spending compared to other budgets. The current government may continue to 
protect the NHS from the economic impact of the UK’s withdrawal from the EU, 
but this would require additional reductions in other public services, higher 
taxation or a larger deficit.  

1.4 With the fall in the value of the pound over recent months, most economic 
forecasts now expect inflation to increase. The greatest short-term risk to the 
NHS as a result of the UK’s decision to leave the EU is a significant rise in 
inflation, as this would see staff wages fall even further in real terms. The 
continued engagement and motivation of NHS staff will be critical if services are 
going to find recurrent year-on-year efficiencies through new, more productive 
ways of delivering care that maintain or improve quality. Rising workloads, a 
prolonged pay freeze and the prospect of significant increases in the cost of 
living mean it is unlikely that pay and associated rewards can be used as an 
effective policy lever to achieve such objectives, either locally or nationally. With 
this plus staff shortages, it will be critically important to provide strong support to 
encourage EU nationals working in the NHS to stay. 

1.5 Over the longer term, the UK’s future trading relationships look set to have more 
pronounced implications for the economy and the NHS. For example, according 
to our modelling if the UK remains in the EEA and Department of Health 
maintains the share of GDP currently planned, this would see the funding gap 
rise from £16bn to £19bn in 2030/31, providing the NHS is able to achieve 
efficiency growth of 1.5% a year – higher than the long term trend rate. In 
contrast, if the UK relies on WTO rules, GDP would be 7.8% lower than 
expected. Using the same assumptions this would result in a potential funding 
gap of £28bn in 2030/31. 

1.6 The UK currently faces staff shortages in critical areas, most notably nursing 
and general practice, and relies heavily on foreign-trained staff to help meet 
rising demand. The NHS’s current staff shortages and overreliance on foreign-
trained staff, particularly doctors and nurses, means that leaving the EEA could 
make it much harder for NHS providers to recruit enough highly trained staff to 
meet rising demand, particularly over the short term. Just under 60,000 people 
(including 20,000 nurses) working in the English NHS are from the EU - 5% of 
all staff. To protect the current level of services these staff need immediate 
reassurance of their status as residents of the UK. 

1.7 It is difficult to see how the NHS could meet all the pressures on the service with 
a prolonged period of lower spending growth and restricted access to the pool of 
qualified and freely mobile health professionals that exists in the EU. It is clear 
that if the NHS is to manage the current challenge and equip the health service 
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for the future, the government and system leaders need to support the NHS to 
be as efficient and effective as it can be.  

2.0 About the Health Foundation  

The Health Foundation is an independent charity committed to bringing about 
better health and health care for people in the UK.  

3.0 Introduction  

3.1 In this submission, we have focused largely on how any negative economic 
impact following the UK’s decision to leave the EU will affect the funding 
available for the NHS. We have set out two scenarios which highlight how 
important the UK’s future trading relationships will be for the economy and the 
NHS. Our assumptions are based on the IFS’s analysis of what could happen to 
total government spending following a decision by the UK to leave the EU, using 
the estimates of the impact to GDP from the NIESR. Our modelling uses the 
deflator published in March this year.  

3.2 We also explore the impact rising inflation could have on the real-terms pay of 
NHS staff and the role international recruitment plays in helping to meet rising 
demand for health care.  

4.0 Background  

4.1 The vote to leave the EU comes at a time when the NHS is facing a substantial 
financial challenge. The funding available for the NHS is highly dependent on 
the strength of the national economy. We cannot know with certainty how the 
UK’s decision to leave the EU will impact the NHS, with so much depending on 
the details of the deal to be negotiated with the remaining EU members and 
future trade arrangements with other countries. However, while the full 
ramifications of the result are impossible to know at this stage, the impact on the 
economy will be critical. 

4.2 If economic growth diverges from the government’s forecasts it is likely to have 
major implications for total government spending, which may in turn have a 
significant impact on the Department of Health’s budget. 

5.0 Impact on the Department of Health budget 

5.1 The IFS calculated that if economic growth slows to an average of 1.5% a year 
between 2015/16 and 2019/20, instead of the 2.1% a year that is currently 
projected, and government receives a net benefit of £4bn no longer paid to the 
EU, the UK will have a budget deficit of £16bn (in 2016/17 prices) in 2019/20 – 
equivalent to 0.8% of GDP. 

5.2 The money available for the health and social care depends on the outcome of 
some tough choices for government. These choices are:  

 Whether the government decides to run a balanced budget by 2019/20. 
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 How fiscal consolidation is shared between tax and different areas of 
public spending.  

 The terms of the UK’s exit from the EU and the trade relationships it 
forms with European countries and the rest of the world1. 

5.3 If the UK has a budget deficit of £16bn (in 2016/17 prices) in 2019/20 as the IFS 
estimates, then balancing the budget could entail:  

 a £2.8bn reduction to the NHS budget  

 £3bn of tax increases  

 £10bn of cuts to other areas of public spending, including 
education and welfare.  

5.4 In this scenario, we assume that health takes an equal share of any further 
fiscal consolidation and the benefit from reduced EU payments is shared equally 
across tax and public spending.   

5.5 The Chancellor of the Exchequer, in his party conference speech this year, 
confirmed that the government would no longer be planning to run a budget 
surplus. However, he was clear that fiscal consolidation will continue2, although 
full details of this will become clear in next month’s Autumn Statement. The 
current government has protected the NHS budget compared to other budgets, 
and it may choose to retain this policy in response to any negative economic 
impact from the referendum result and the UK’s exit. But this would require 
additional reductions in other public services, higher taxation or a larger deficit3.  

5.6 An alternative is to slow the pace of deficit reduction but this would mean 
extending the period of austerity. The NHS is currently faced with a substantial 
efficiency target, set out in the NHS Five Year Forward View, which aims to 
achieve £22bn in efficiencies by 2020/21. Extending the period of austerity for 
the NHS beyond 2020/21 would also extend the scale of this challenge, and 
require the NHS to deliver even more efficiencies. 

5.7 The availability of extra funding for the NHS was a prominent feature of the 
referendum campaign.  A Vote Leave campaign statement at the start of June 
suggested that after leaving the EU the government should ‘give at least a £100 
million per week cash transfusion to the NHS’.  This was restated after the 
referendum.  The figure of £100m a week is lower than the high profile 
suggestion by the Vote Leave campaign that, if the UK left the EU, the 

                                                   
 
1Health Foundation. NHS finances outside the EU. Health Foundation, 2016  Available at: 

http://www.health.org.uk/sites/health/files/NHSFinancesOutsideTheEU_0.pdf 

2 http://blogs.spectator.co.uk/2016/10/full-text-philip-hammonds-conference-speech/ 

3Health Foundation. NHS finances outside the EU. Health Foundation, 2016  Available at: 
http://www.health.org.uk/sites/health/files/NHSFinancesOutsideTheEU_0.pdf  
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government could choose to spend an extra £350m a week, currently sent to 
the EU, on the NHS. 

5.8 If the decision is made to increase the NHS budget by £100m a week in 
2019/20 (2016/17 prices), this will equate to a £5.2bn a year increase. Without 
changes to tax or spending this would mean the £16bn budget deficit forecast 
by the NIESR and the IFS would rise to £21bn – or 1.1% of GDP.  

5.9 Alternatives would be to find £5.2bn from other areas of public spending or 
through new forms of revenue e.g. increased taxes. For example, £5.2bn of 
additional funding is the equivalent of around an extra 1p on the basic rate of 
income tax. Finding £5.2bn from other public services, in order to maintain the 
same level of deficit, would require a 1.2% reduction in other government 
budgets on top of the cuts that are currently planned.  
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6.0 The impact of rising inflation on real-terms pay for NHS staff  

6.1 With the fall in the value of the pound over recent months, most economic 
forecasts now expect inflation to rise. A comparison of independent economic 
forecasts, published by HM Treasury, indicates that there may be a significant 
rise in inflation over the next year. The Consumer Price Index (CPI), the main 
measure of inflation, is projected to increase on average from 1.1% in 2016 to 
2.5% in 20174.  

Table 1: summary of independent forecasts for the UK economy in 2016 
and 2017 

 

6.2 CPI is already at its highest rate since 2014 standing at 1%, which shows that 
the UK’s decision to leave the EU is already having an effect. 

6.3 When pay does not keep pace with inflation, people’s pay cheques are worth 
less, or equivalent to a real-terms pay cut. Historically earnings for health care 
professionals have increased by around 2% a year over and above inflation, 

                                                   
 
4 HM Treasury (2015) Forecasts for the UK economy: a comparison of independent forecasts. October 2016. Available 

at:https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/561139/PU797_Forecast_for_the_U
K_Economy_Oct_2016_covers.pdf 
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broadly in line with the growth in real average earnings for the economy as a 
whole. NHS pay has been capped since 2009 while inflation has tended to be 
above 1% over this period.5 This means that although pay has not decreased in 
cash terms, the real wages for NHS staff have fallen. This gap has tended to 
grow over the last five years, as the pay bill per Full Time Equivalent (FTE) 
member of staff has increased very slowly over this period compared to 
inflation, as shown in Figure 1. Overall, NHS employees’ pay has fallen by 10 
per cent in real terms between 2009/10 and 2014/15. 

Figure 1:  Growth in inflation and NHS pay from 2009/10 to 2014/15 

 

6.4 With the pay cap expected to continue, any increase in inflation above this level 
will mean a real-terms pay cut for NHS staff. If NHS pay increases remain 
capped at 1% and inflation rises to 2.5% (the highest rate since 2013) in 2017 - 
in line with economic forecasts - then this would be equivalent to just under a 
1.5% fall in real earnings for NHS staff. 

6.5 NHS England has outlined that £6.7bn of the £22bn of efficiency savings by 
2020/21 will be delivered nationally. A significant proportion of these national 
savings are due to come from the 1% cap on public sector pay increases.  
Another £14.9bn of efficiencies is expected to be delivered locally by providers 
and commissioners across the country. With many of the one-off efficiencies 
already made, the continued engagement and motivation of NHS staff will be 
critical if services are going to find recurrent year-on-year efficiencies through 
new, more productive ways of delivering care that maintain or improve quality. 

                                                   
 
5Buchan J, Seccombe I, Charlesworth A. Staffing matters; funding counts. Health Foundation, 2016.Available at:  

http://www.health.org.uk/sites/health/files/StaffingMattersFundingCounts.pdf 
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6.6 Pay should be a lever to improve performance and service delivery. It should 
also recognise the contribution of staff, and motivate them. Rising workloads, a 
prolonged pay freeze, the prospect of significant increases in the cost of living 
and widening disparities in earnings mean it is unlikely that pay and associated 
reward can be used as effective policy levers to achieve the NHS’s objectives, 
either locally or nationally.6  

7.0 Impact on long term funding for health and social care   

7.1 Over the longer term, the UK’s future trading relationships look set to have more 
pronounced implications for the economy and the NHS. In order to model the 
long term scenarios, we assumed that health spending will be at the same share 
of GDP as currently planned for 2019/20. Any fall in GDP therefore results in a 
fall in NHS spending. As such, if leaving the EU leads to long term reductions in 
GDP, this will result in long term reductions in the Department of Health’s 
budget7.  

7.2 Without leaving the EU the Department of Health’s budget is projected to be 
£154bn by 2030/31. Provided that the NHS is able to achieve efficiency growth 
of 1.5% a year (higher than the long term trend rate), we estimate that there 
would be a funding gap worth £16bn in 2030/318.  

7.3 According to the NIESR’s optimistic long-term projection, where the UK leaves 
the EU but remains in the EEA, there would be a 1.8% fall in expected GDP by 
2030/31. If the Department of Health maintains the share of GDP currently 
planned in 2019/20, this would see health funding rise by 2.2% a year in real 
terms between 2019/20 and 2030/31. As a result the Department of Health’s 
budget would be £151bn by 2030/31, £3bn less than the 154bn expected. This 
would see the funding gap rise to £19bn in 2030/31, if the NHS is able to 
achieve efficiency growth of 1.5% a year9. 

7.4 Under the NIESR’s most pessimistic scenario, where the UK relies on WTO 
rules, GDP would be 7.8% lower than expected. In this case the Department of 
Health budget would increase by 1.8% a year on average from 2019/20, so that 
by 2030/31 funding for the NHS would be £12bn lower than expected, resulting 
in a potential funding gap of £28bn in 2030/3110 - as shown in Figure 2. 

 

                                                   
 
6 NHS England. NHS Five Year Forward View: Recap briefing for the Health Select Committee on technical modelling 
and scenarios. NHS England, 2016 . Available at https://www.england.nhs.uk/wp-content/uploads/2016/05/fyfv-tech-

note-090516.pdf 

7 Health Foundation. NHS finances outside the EU. Health Foundation, 2016  Available at: 
http://www.health.org.uk/sites/health/files/NHSFinancesOutsideTheEU_0.pdf  

8Health Foundation. NHS finances outside the EU. Health Foundation, 2016  Available at: 
http://www.health.org.uk/sites/health/files/NHSFinancesOutsideTheEU_0.pdf  

9 Health Foundation. NHS finances outside the EU. Health Foundation, 2016  Available 
at:http://www.health.org.uk/sites/health/files/NHSFinancesOutsideTheEU_0.pdf  

10 Health Foundation. NHS finances outside the EU. Health Foundation, 2016  Available at: 
http://www.health.org.uk/sites/health/files/NHSFinancesOutsideTheEU_0.pdf  
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Figure 2: Potential funding gap for the Department of Health in 2030/31 

 

7.5 Maintaining the current range and quality of services under either of these 
scenarios would require NHS funding to increase faster than GDP growth 
(meaning a higher percentage of GDP would be spent on health), or achieving 
and maintaining a significantly higher rate of efficiency growth. 

8.0 Impact on the NHS workforce  

8.1 The NHS has significant staff shortages in critical areas. For example, the 
Health and Social Care Information Centre’s (now NHS Digital) latest workforce 
census reveals significant ongoing problems in the supply of NHS nurses – the 
largest professional group in the NHS workforce. There is an estimated shortfall 
of 7% in nursing numbers overall across England, with an increase of less than 
1% in nursing staff over the last year. More widely the National Audit Office 
reported that in 2014 there was a shortfall of 50,000 clinical staff in England11.  

8.2 Some parts of the NHS workforce – notably qualified nursing staff, nursing 
support staff, and GPs – also have a higher proportion of people approaching 
retirement age. One in five GPs are aged 55 or older and almost one in three 
qualified nurses, midwives and health visitors are aged 50 or older. Both 
professions are therefore facing significant growth in the proportion of staff who 

                                                   
 
11 National Audit Office (NAO). Managing the supply of NHS clinical staff in England. NAO, 2016. 

www.nao.org.uk/report/managing-the-supply-of-nhs-clinical-staff-in-england/ 



 
 

Health Foundation evidence to the Health Select Committee’s inquiry on Brexit and health and social care 10 / 14 

are likely to retire over the next 5–10 years12, which could exacerbate current 
shortages.  

8.3 Just under 60,000 people working in the English NHS are from the EU - 5% of 
all staff. However, these figures vary considerably across England. For example 
EU staff account for 10% of all NHS staff in London13. The percentage also 
varies by staff group, with almost 10% of doctors and just over 7% of nursing 
and health visiting staff coming from the EU.  

8.4 The UK overall is a significant net ‘importer’ of doctors, nurses and other health 
professionals; all of which make a major contribution to meeting domestic 
demand. This is aided by the UK’s ability to tap into a very large international 
population of English speaking health professionals worldwide. But more 
recently, the free movement of health professionals from other countries within 
the EU has made a significant contribution14. 

8.5 The UK is heavily reliant on foreign-trained health professionals compared to 
many other OECD countries, as shown in Figure 3 and Figure 4.  

Figure 3: Percentage of doctors who were foreign trained, 2013 

 

 

 

 

 

 

 

 

                                                   
 
12 Buchan J, Seccombe I, Charlesworth A. (2016) Staffing matters; funding counts. Supplement: Workforce profile and 
trends The workforce of the NHS in England: current profile and recent trends. Health Foundation, 2016.  Available at: 
http://www.health.org.uk/sites/health/files/SMFCProfileTrends.pdf 
 

13 NHS Digital (2016).  NHS workforce, EU nationals in England and London – June 2016. Published on 17 October 
2016. Available at: http://content.digital.nhs.uk/suppinfofiles 

14 Buchan J, Seccombe I, Charlesworth A. (2016) Staffing matters; funding counts. Pressure point: International 
recruitment Is international recruitment a viable long-term solution for the NHS? Health Foundation, 2016. Available at: 
http://www.health.org.uk/sites/health/files/SMFCInternationalRecruitment.pdf 
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Figure 4: Percentage of nurses who were foreign trained, 2013 

8.6 Since 2009 the intake of doctors from within the EEA has accounted for a 
considerable and consistent proportion of new entrants to the UK register, 
although the numbers dropped slightly in 201515, as shown in Figure 5.   

Figure 5: Number of PMQ doctors on the GMC register with a licence to 
practise at year end, 2009–15 

 

 

                                                   
 
15 Buchan J, Seccombe I, Charlesworth A. (2016) Staffing matters; funding counts. Pressure point: International 
recruitment Is international recruitment a viable long-term solution for the NHS? Health Foundation, 2016. Available at: 
http://www.health.org.uk/sites/health/files/SMFCInternationalRecruitment.pdf 
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8.7 The inflow of foreign trained nurses (shown in figure 6) peaked in 2002, when 
international (EU and non-EU) sources accounted for more than half the total 
number of new nurses entering the UK register. It then dropped rapidly, but has 
increased since 2009, with EU countries accounting for most of the increase16. 

Figure 6: International and UK sources as a % of total new admissions to 
the UK nursing register, 1990/91–2015/16 (initial registrations) 

 

 

 

 

 

 

8.8 While demand for international recruits has been increasing, other government 
policies have made it harder to recruit many types of health professional from 
outside the EU. Tightening of immigration requirements has meant that most 
categories of health professional have not been on the Shortage Occupation 
List (SOL), making it very difficult for UK employers to recruit these roles directly 
from non-EU countries17.  

8.9 In addition, new proposals that migrant workers already in the UK would have to 
meet an annual earnings threshold of £35,000 to remain raised concerns, as 
this would mean that many existing non-EU international nurses would have to 
leave the country. The result was that nursing was temporarily placed back on 
the SOL late in 2015, for a six-month period, enabling UK employers to consider 
recruiting from non-EU countries. The Migration Advisory Committee report in 
March 2016 recommended a longer but ‘tapered’ use of the SOL with an overall 
annual ceiling for nurses of 3,000-5,000 places in the first year, then decreasing 
year on year with nurses coming back off the SOL altogether by 2019: the point 

                                                   
 
16Buchan J, Seccombe I, Charlesworth A. (2016) Staffing matters; funding counts. Pressure point: International 
recruitment Is international recruitment a viable long-term solution for the NHS? Health Foundation, 2016. Available at: 
http://www.health.org.uk/sites/health/files/SMFCInternationalRecruitment.pdf 
 

17 Buchan J, Seccombe I, Charlesworth A. (2016) Staffing matters; funding counts. Pressure point: International 
recruitment Is international recruitment a viable long-term solution for the NHS? Health Foundation, 2016. Available at: 
http://www.health.org.uk/sites/health/files/SMFCInternationalRecruitment.pdf 
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at which the Department of Health forecasts nursing demand and supply will 
return to equilibrium18. 

8.10 According to the World Health Organisation (WHO), there was a global shortage 
of over 17m health professionals in 2013, including 2.5m doctors and just under 
9m nurses and midwives. Lower income regions, including South East Asia and 
Africa, experience the highest level of need. The WHO estimates that effort by 
governments to train and retain more health professionals is unlikely to have a 
significant impact on global demand for health care workers over the next 15 
years19. Based on need, the WHO estimates that there will still be a shortage of 
14m health professionals worldwide by 2030 - including over 7m nurses and 
midwives and 2m doctors.  

8.11 In the face of a prolonged worldwide shortage of health professionals, adopting 
an ethical approach to international recruitment is an important consideration. 
To meet the requirements both of the Department of Health’s own Code on 
international recruitment, and the WHO global code, the UK must avoid active 
recruitment from designated low income countries. In particular, the Department 
of Health and other government departments will have to give heed to the 
milestone set out in the Global strategy on human resources for health, adopted 
by the UK and all other member states in May 2016, that ‘By 2030, all countries 
will have made progress towards halving their dependency on foreign-trained 
health professionals’. However, the recent trend, for nurses at least, is for 
growing dependency in England, rather than reduced dependency20.  

8.12 International recruitment is not a substitute for a long term sustainable supply of 
trained health professionals, but it is one component of a long term solution, and 
with the staff shortages facing the NHS it is likely to be an important tool for 
NHS employers seeking to meet demand in the short term.  

8.13 In this context, placing restrictions on the ability of health professionals from 
within the EU to work in the NHS may make it even harder for NHS employers 
to recruit sufficient numbers of trained staff to meet rising demand. Increasing 
the UK’s intake of health professionals from countries outside of Europe is 
another option but this will make it harder for the UK to fulfil its global obligations 
on ethical international recruitment, as well as comply with wider policies on 
immigration.  

                                                   
 
18 Buchan J, Seccombe I, Charlesworth A. (2016) Staffing matters; funding counts. Pressure point: International 
recruitment Is international recruitment a viable long-term solution for the NHS? Health Foundation, 2016. Available at: 
http://www.health.org.uk/sites/health/files/SMFCInternationalRecruitment.pdf 
 

19 World Health Organisation (2016) Health workforce requirements for universal health coverage and the Sustainable 
Development Goals. Human Resources for Health Observer - Issue No. 17. Published in October 2016. Available at: 
http://www.who.int/hrh/resources/health-observer17/en/ 
 

20Buchan J, Seccombe I, Charlesworth A. (2016) Staffing matters; funding counts. Pressure point: International 
recruitment Is international recruitment a viable long-term solution for the NHS? Health Foundation, 2016. Available at: 
http://www.health.org.uk/sites/health/files/SMFCInternationalRecruitment.pdf 
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For further information: 

Lewis Pickett  
External Affairs Officer 

020 7257 8017 

ExternalAffairs@health.org.uk  
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